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An Act establishing the rate of interest payable on delinquent
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-3260

S
1 Amend House File 734 as follows:

2 1. Page 1, by striking line 3 through page 2,

3 line 2, and inserting in lieu thereof the following:
g "NEW SECTION. INTEREST RATE. Except where a
6
7
8

different rate of interest is stated in a provision

of this.title, the rate of interest on interest-bearing
obligations arising under this title shall be one
percent per month."
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Section 1. Chapter 421, Code 1981, 1is amended by adding
the following new section:
NEwW SECTION. INTEREST RATE.
1. Except where a different rate of interest is stated
in a provision of this title, the rate of interest on interest-

bearing obligations arising under this title shall be the
rate of interest in effect under this section.

2. The rate of interest that shall be in effect during
a calendar year shall be the rate which is two percentage
points less than the numerical average, rounded to the nearest
one-tenth of one percent, of the respective prime rates for
each of the months in the twelve-month period that ends
September 30 of the previous calendar year. The rate of
interest established by this subsection takes effect January
1, and applies to any amount which is due or becomes payable
on or after that date.

3. Notwithstanding contrary provisions of subsection 2,
the rate of interest that is in effect during a calendar year
shall also be the rate of interest to be in effect for the
following calendar year, unless the rate of interest as
calculated under subsection 2 is at least one percentage point
higher or lower than the rate then in effect.

4. 1In the event interest accrues or is calculated on a
monthly basis, the rate of interest for each moenth shall be
one-twelfth, rounded to the nearest one-tenth of one percent,
of the rate specified in subsection 2.

5. As used in subsection 3, the term "prime rate!" means
the prime rate charged by banks on short-term business loans,
as determined by the board of governors of the federal reserve
system and published in the federal reserve bulletin.

6. In Octcber of each year the director shall cause an
advisory notice to be published in the Iowa administrative
bulletin and in a newspaper of general circulation in this
state, stating the rate of interest to be in effect on or
after January 1 of the following year, as established by this
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section. The calculation and publication of the rate of
interest by the director is exempt from chapter 17A.

Sec. 2. Section 324.64, Code 1981, 1is amended by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. The director may, on his or
her own motion at any time, abate any portion of tax, linterest

or penalties which 1s determined to be excessive in amount
or erroneously or illegally assessed.

Sec. 3. Section 324.65, Code 1981, is amended to read
as follows:

324.65 PENALTY FOR FAILURE TO PROMPTLY REPORT OR PAY FUEL
TAXES. 1If a licensee or other person fails to file a required
report with the appropriate state agency on or before the
due date, unless it is shown that the failure was due to
reasonable cause there shall be added to the amount required
to be shown as tax due on the return five percent of the
amount of the tax if the failure is for not more than one
month, with an additional five percent for each additional
month or fraction of a month during which the failure
continues, not exceeding twenty-five percent in the aggregate.
If a licensee or other person fails to remit the tax due with
the filing of the return on or before the due date or fails
to pay any amount of the tax required to be shown on the
return, unless 1t is shown that the failure was due to
reasonable cause, there shall be added to the tax a penalty
of five percent of the amount of the tax due, if the failure
is for not more than one month, with an additional five percent
for each additional month or fraction of a month during which
the failure continues, not exceeding twenty=-five percent in
the aggregate. The taxpayer shall also pay interest on the
tax or additional tax at the rate ef-three-fourtho-ef-one
pereent-per-menth 1n effect under section 1 of this Act

counting each fraction of a month as an entire month, computed
from the date the return was required to be filed. The
appropriate state agency shall not remit any part of a penalty
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for delinquent payment where the delinguency results from

the fact that a check given in payment 1s not honored because
of i1nsufficient funds in the account upon which the check

was drawn. However, if it appears as a result of an
investigation or from a preponderance of the evidence adduced
at a hearing that there has been a deliberate attempt on the
part of a licensee or other person to evade payment of fuel
taxes there shall be added to the assessment against the
offending person and collected a penalty of fifty percent

of the tax due. When penalties are applicable for failure

to file a return and failure to pay the tax due or reguired
on the return, the penalty provisicon for failure to file shall
be 1n lieu of the penalty for failure to pay the tax due or
required on the return, except in the case of a deliberate
attempt on the part of the licensee or other person to evade
payment of fuel taxes. Any report required of licensees or
persons operating under divisions I, II and III, upon which
no tax may be due, shall be subject to a penalty of ten dollars
1f the report is not timely filed with the appropriate state
agency.

Sec. 4. Section 422.16, subsection 9, Code 1981, is amended
to read as follows:

9. The amount of any overpayment of the individual income
tax liability of the employee taxpayer, nonresident, or other
person which may result from the withholding and payment of
withheld tax by the employer or withholding agent to the
department under subsections 1 and 12 herxeef, as compared
to the 1individual income tax liability of the employee
taxpayer, nonresident, or other person properly and correctly
determined under the provisions of section 422.4, to and
including section 422.25, may be credited against any income
tax or installment thereof then due the state of Iowa and
any balance of one dollar or more shall be refunded to the
employee taxpayer, nonresident or other person with interest
at the rate ef-three~fourths-ef-ene-pereent-per in effect
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under section 1 of this Act for each month or fraction of

a month, suweh the interest to begin to accrue thirty days

after the date the return was due to be filed or was filed,
whichever 1s the later date. Amounts less than one dollar
shall be refunded to the taxpayer, nonresident, or other
person only upon written application, 1n accordance with
section 422.73, and only if suweh the application 1is filed
within twelve months after the due date of the return. Refunds
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in the amount of one dollar or more provided for by this

o
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subsection shall be paid by the treasurer of state by means

’_l
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ef warrants drawn by the comptroller at the direction of the
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director, or an authorized employee of the department, and

—
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the taxpayer's return of income shall constitute a claim for

[
o

refund for this purpose, except in respect to amounts of less

[
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than one dollar. There is hereby appropriated, out of any

[
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funds in the gtate treasury not otherwise appropriated, a

s
L |

sum sufficient to carry out the provisions of this subsection.

=
[0 4]

Sec. 5. Section 422.16, subsection 10, paragraph b, Code

[
o

1981, is amended to read as follows:

3™
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b. Any employver or withholding agent required under the
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previszens-ef this chapter to withhold taxes on wages oxr other

]
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taxable Iowa income subject to this chapter who fails to file
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a return for the withholding of tax with the department ef

b
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revenue on or before the due date, unless it is shown that

3]
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the failure was due to reasonable cause, gshail-be is subject

¥
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to a penalty determined by adding to the amount required to

)
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be shown as tax due on the return five percent of the amount

s
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of the tax 1f the failure is for not more than one month,
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with an additional five percent for each additional month

()
<

or fraction of a month during which the failure continues,

W
[

not exceeding twenty-five percent in the aggregate. If any

w
%

person or withhelding agent fails to remit the tax due with

[V
(Y]

the filing of the return on cor before the due date, or fails

[
e

to pay any amount of any tax required to be shown on the

[#%]
53]

return, unless it is shown that the failure was due to
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reasonable cause, there shall be added to the tax a penalty
of five percent of the amount of the tax due, if the failure
1s for not more than one month, with an additional five percent
for each additional month or fraction of a month during which
the failure continues, not exceeding twenty-five percent in
the aggregate. When penalties are applicable for failure
to file a return and failure to pay the tax due or required
on the return, the penalty provision for failure to file shail
be is in lieu of the penalty provision for failure to pay
the tax due or required on the return. The taxpaver shall
also pay interest on the tax or additional tax at the rate
of-three~fourths-ef-one~-pereent-per in effect under section
1 of this Act for each month counting each fraction of a month
as an entire month, computed from the date the return was
required to be filed. The penalty and interest shail become
a part of the tax due from the withholding agent,.

Sec. 6. Section 422.16, subsection 11, paragraph e, Code

1981, is amended to read as follows:

e. Any amount of tax paid on a declaration of estimated
tax shall be a credit against the amount of tax found payable
on a final, completed return, as provided in subsection 9
hereef, relating to the credit for the tax withheld against
the tax found payable on a return properly and correctly
prepared under the provisions of section 422.5, to and
including section 422.25, and any overpayment of one dollar
or more shall be refunded to the taxpayer and suek the return
shall constitute a claim for refund for this purpose. Amounts
less than one dollar shall be refunded to the taxpayer only
upon written application in accordance with section 422.74,
but only if swek the application is filed within twelve months
after the due date for the return. The method provided by
the Internal Revenue Code of 1954 for determining what skaii
be 1s applicable to the addition to tax for underpayment of
the tax payable shaii-appiy applies to persons required to
file declarations and make payments of estimated tax under

-5-
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the-provigiens-ef this section except the amount to be added
to the tax for underpayment of estimated tax shall be an
amount determined at the rate ef-three-fourths-ef-ene-pereent

per-menth in effect under secticn 1 of this Act. This addition

to tax specified for underpayment of the tax payable shaii
is not be subject to walver provisions relating to reasonable
cause. Underpayment of estimated tax shall be determined
in the same manner as provided under the-previgieons-ef the
Internal Revenue Code of 1954 and the exceptions therein
previded-shali also apply.

Sec. 7. Section 422.24, subsection 2, Code 1981, 1is amended
to read as follows:

2. When, at the request of the taxpayer, the time for
filing the return is extended, interest at the rate ef-three-
fourtha-of-one-pereent-per in effect under section 1 of this

Act for each month counting each fraction of a month as an

entire month, on the total tax due, from the time when the
return was required to be filed to the time of payment, shall
be added and paid.

Sec. 8. Section 422.25, subsections 2 and 3, Code 1981,
are amended to read as follows:

2. In addition to the tax or additional tax as determined

by the department under the-previsiens-ef subsection 1 ef

this-seetron, the taxpayer shall pay interest on the tax or
additional tax at the rate ef-three-fouxths-ef-ene-pereent
per in effect under section 1 of this Act for each month

counting each fraction of a month as an entire month, computed
from the date the return was required to be filed. In case

of failure to file a return with the department on or before
the due date ¢determined with regard to any extension of time
for filing%, unless it is shown that the failure was due to
reasonable cause and not due to willful neglect, there shall
be added to the amount required to be shown as tax on the
return five percent of the amount of the tax i1f the failure

1s for not more than one month, with an additional five percent
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for each additional month or fraction thereof during which
the failure continues, not exceeding twenty-five percent in .
the aggregate. If any person fails to remit the tax due with
the filing of the return on or before the due date, or fails
to pay any amount of any tax required to be shown on the
return, unless it is shown that the failure was due to
reascnable cause, there shall be added to the tax a penalty
of five percent ¢f the tax due, 1f the failure is for not
more than one month, with an additional five percent for each
additional month or fraction of a month during which the
failure continues, not exceeding twenty-five percent in the
aggregate. In case of willful failure to file a return with
intent to evade tax, or in case of willfully filing a false
return with intent to evade tax, in lieu of the penalty abeve
otherwise provided in this subsection, there shall be added

to the amount required to be shown as tax on the return fifty
percent of the amount of the tax. When penalties are
applicable for failure to file a return and failure to pay .
the tax due or required on the return, the penalty provision
for failure to file shaii-be is in lieu of the penalty
provision for failure to pay the tax due or required on the
return except in the case of willful failure to file a return
and willfully £filing of a false return with intent to evade
tax.

3. If the amount of the tax as determined by the department
is less than the amount paid, the excess shall be refunded
with interest after thirty days from the date of payment or
the date the return was due to be filed, whichever is the
later at the rate ef-three-fourthos-eof-oRe-perecent-per-menth
in effect under section 1 of this Act counting each fraction

©f a month as an entire month under the rules prescribed by

the director. 1f an overpayment of tax results from a net

operating loss or net capital loss which is carried back to

a prior year, the overpayment, for purposes of computing

interest on refunds, shall be considered as having been made .
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at the close of the taxable year in which the net operating
loss or net capital loss occurred or thirty days from the

date of the actual payment of the tax, whichever is later.
However, when the net operating loss or net capital loss carry
back to a prior year eliminates or reduces an underpayment

of tax due for an earlier year, the full amount of the
underpayment of tax shall bear interest at the rate ef-three-
fourthas-ef-ene-pereent-per in effect under section 1 of this

Act for each month countirg each fraction of a month as an
entire month from the due date of the tax for the earlier
year to the last day of the taxable year in which the net

opergting loss or net capital loss occurred.

Sec. 9. Section 422.28, Code 1981, is amended to read
as follows:

422.28 REVISION OF TAX. A taxpayer may appeal toc the
director for revision of the tax, interest or penalties
assessed against-him at any time within ninety days from the
date of the notice of the assessment of tax, additional tax,
interest or penalties. The director shall grant a hearing
and if, upon the hearing, the director shaii-determire
determines that the tax, interest or penalties are excessive

or 1ncorrect, the director shall revise them according to

the law and the facts and adjust the computation of the tax,
interest or penalties accordingly. The director shall notify
the taxpayer by registered mail of the result of the hearing
and shall refund to the taxpayer the amount, if any, paid

in excess of the tax, interest or penalties found by the
director to be due, with interest after sixty days from the
date of payment by the taxpayer at the rate ef-three-£fourths
ef-one-pergent-pe¥ in effect under section 1 of this Act for
each month or a fraction of a month. The director may, on

his or her own motion at any time, abate any portion of tax,
interest or penalties which he the director determines is

excessive in amount, or erroneously or illegally assessed.

The director shall prepare quarterly reports, which shall

-8~
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be included in the annual statistical reports required under
section 422.75, summarizing each case in which an abatement
of tax, interest or penalties was made under this section,
but the a report shall not disclose the identity of the
taxpayer.

Sec. 10. Section 422.58, subsection 1, Code 1981, 1is
amended to read as follows:

1. If any person fails to file a permit heilders holder's
monthly tax deposit or a return with the department of revenue
on or before the due date, unless it is shown that the failure
was due to reasonable cause, there shall be added to the
amount required to be shown as tax on the monthly tax deposit
or return five percent of the amount of the tax if the failure
is for not more than one month, with an additional five percent
for each additional month or fraction of a month during which
the failure continues, not exceeding twenty-five percent in
the aggregate. If any person or permit holder fails to remit
at least ninety percent of the tax due with the filing of
the monthly tax deposit or return on or before the due date,
or pays less than ninety percent of any tax required to be
shown on the return, excepting the period between the
completion of an examination of the books and records of a
taxpayer and the giving of notice to the taxpayer that a tax
or additional tax is due, there shall be added to the tax
a penalty of five percent of the amount of the tax due, if
the failure is for not more than one month, with an additional
five percent for each additional month or fraction of a month
the failure continues, not exceeding twenty-five percent in
the aggregate, unless it is shown that the failure was due
to reasonable cause. 1In case of willful failure to file a
return, williful filing of a false return or willful filing
of a false or fraudulent return with intent to evade tax,
in lieu of the penalty otherwise provided in this subsection,
there shall be added to the amount required to be shown as
tax on the return fifty percent of the amount of the tax.

-9-




When penalties are applicable for failure to file a monthly
tax deposit or return and failure to pay at least ninety
percent of the tax due or required on the monthly tax deposit
or return, the penalty provision for failure to file ahaii

be is in lieu of the penalty provision for failure to pay

at least ninety percent of the tax due or required on the
monthly tax deposit or return. The taxpayer shall also pay
interest on the tax or additional tax at the rate ef-three-

O @ 3 00 s W

fourthe~of-one-pereent-per in effect under section 1 of this
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Act for each month counting each fraction of a month as an
entire month, computed from the date the monthly tax deposit
or return was required to be filed. The penalty and interest
shall be paid to the department and disposed of in the same

O e
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manner as other receipts under this divisicon. Unpaid penalties

s
wn

and interest may be enforced in the same manner as the tax

[
o)

imposed by this division.

Sec. 11. Section 423.18, subsection 1, Code 1981, 1is
amended to read as follows:

1. If a person fails to file a return with the department
on or before the due date, unless it is shown that the failure
was due to reasonable cause, there shall be added to the

BN R e
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amount required to be shown as tax on the return five percent
of the amount of the tax if the failure is for not more than
one month, with an additiocnal five percent for each additional

NN
o W

month or fraction of a month during which the failure

b
ey

continues, not exceeding twenty-five percent in the aggregate.

b
~)

If a person or permit holder fails to remit at least ninety

b
oo

percent of the tax due with the filing of the return on or

[V
WO

before the due date, or pays less than ninety percent of any

L
=

tax required to be shown on the return, excepting the period

W
=

between the completion of an examination of the books and

[
B

records of a taxpayer and the giving of notice to the taxpayer
that a tax or additional tax is due, there shall be added
to the tax a penalty of five percent of the tax due, if the

W w W
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failure is for not more than one month, with an additional
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five percent for each additional month or fraction of a month

during which the failure continues, not exceeding twenty-five .
percent in the aggregate, unless it is shown that the failure '
was due to reasonable cause. In case of willful failure to

file a return, willfully filing a false return, or willfully

filing a false or fraudulent return with intent to evade tax,

in lieu of the penalty otherwise provided in this subsection,

there shall be added to the amount required toc be shown as

tax on the return fifty percent of the amount of the tax.

when penalties are applicable for failure to file a return

and failure to pay at least ninety percent of the tax due

or required on the return, the penalty provision for failure

to file is in lieu of the penalty provision for failure to

pay at 2as& least ninety percent of the tax due or required

on the return. The taxpayer shall also pay interest on the

tax or additional tax at the rate ef-three-feurths~ef-one

pexeene-per in effect under section 1 of this Act for each

month counting each fraction of a month as an entire month, .
computed from the date the return was required to be filed.

The penalty and interest shall be paid to the department and
disposed ¢f in the same manner as other receipts under this
chapter. Unpaid penalties and interest may be enforced in
the same manner as the tax imposed by this chapter.

Sec. 12. Section 435.4, Code 1981, is amended to read
as follows:

435.4 PAYMENT OF TAX. The tax due shall be paid in full
and shall accompany the return required to be filed by section
435.3. If payment does not accompany the return or payment
is not in the amount shown due and payable on the return,
the company shaii-be 1s subject to interest at the rate of
three-fourths~ef-one-pereent-per 1in effect under section 1

of this Act for each month or fraction thereof on the balance

due.
Sec. 13. Section 435.6, unnumbered paragraph 1, Code 1981,
1s amended to read as follows: .

<11~
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The department shaii-have has three years from the time
the return was filed or after the return became due, including
any extensions of time for filing, whichever time 1is the
later, to audit the return and determine its accuracy. If
it 1s shown by the audit that additional tax is due, interest
at the rate ef-three-fourtha-ef-one-pereent-per 1in effect
under section 1 of this Act for each month or fraction thereof
shall be added to the additional tax shown to be due.

Sec. 14, Section 435.6, unnumbered paragraph 4, Code 1981,
is amended to read as follows:

If 1t is shown that an overpayment was made, interest at
the rate ef-three-fourtho-of-one-percent-per in effect undex

section 1 of this Act for each month or fraction thereof shall

be added to the overpayment with interest commencing sixty
days after the date of payment. ‘

Sec. 15. Section 450.6, Code 1981, is amended to read
as follows:

450.6 ACCRUAL OF TAX--MATURITY--EXTENSION OF TIME. The
tax her¥eby 1mposed skhaii-be-fer-the-upe-ef-the-state+-shaiil
aeeruwe by this chapter accrues at the death of the decedent
owner, and shall be paid to the department of revenue within

twelve months after the death of the decedent owner except
when otherwise provided in this chapter. When in the opinion
of the director of revenue additional time should be granted
for payment to avoid hardship, the director may extend the
period to a date not exceeding ten years from the date of
death of the decedent. 1In the case of any such extension
the tax shall bear sim~pereent interest at the rate in effect
under section 1 of this Act from the expiration of twelve
months from the date of the decedent's death.

Sec. 16. Section 450.63, subsection 1, Code 1981, 1is
amended to read as follows:

1. Aii-taxes-impesed-by-this-chapter-shail-be-payabie

to-the-department-eof~-revenue-and--eNeept-when-otherwise
p!evéded-in-Ehis-ehapterr~shaii-be-paid~withiahtwelve—meaths
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£rom-the-death-ef-the-testater-er-zntestate- All taxes not
paid within the time prescribed in this chapter shati-be are .
subject to a penalty as provided in subsection 2 and shall
draw interest at-the-rate-ef-eight-pereent-per-annum thereafter
at the rate in effect under section 1 of this Act until paid.
Sec. 17. Section 450.94, subsection 3, Code 1981, 1is
amended to read as follows:

3. If the amount paid 1s greater than the correct tax,
penalty and interest due, the department shall refund the
excess, with interest after sixty days from the date of payment

at sixu-pereent-per-annum the rate in effect under secticn

1 of this Act, under the provisions of rules prescribed by

the director. However, the director shall not allow a claim
for refund or credit that has not been filed with the
department within five years after the tax payment upon which
a refund or c¢redit is claimed became due, or one year after
the tax payment was made, whichever time is the later. A
determination by the department of the amount of tax, penalty .
and interest due, or the amount of refund for excess tax paid,
shati-pbe 1s final unless the person aggrieved by the
determination appeals to the director for a revision of the
determination within ninety days from the postmark date of
the notice of determination of tax, penalty and interest due
or refund owing. The director shall grant a hearing, and
upon the hearing the director shall determine the correct
tax, penalty and interest or refund due, and notify the
appellant ¢f the decision by certified mail. The decision
of the director shaii-be is final unless the appellant seeks
judicial review of the director's decision under section
450.59 within sixty days after the postmark date of the notice
of the director's decision.

Sec. 18. Section 450A.9, Code 1981, is amended to read
as follows:

450A.9 DELINQUENT RETURNS. If the tax imposed by this
chapter is not paid within the time prescribed by law, the .
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tax shaii-bBe-deemed is delinguent and shall draw interxest
at-the-rate-of-eight-pereent-per-arnum thereafter at the rate

in effect under section 1 of this Act until paid.
EXPLANATION
This bill relates to the rate of interest payable on obli-

gations arising under the state's taxing laws. The 1979 gov-
ernor's economy committee recommended that the interest rate
payable on delinquent taxes be adjusted annually.

Section 1 establishes the rate of interest for interest-
bearing obligations which arise under title XVI of the Code,
except for those in which a different rate is specifically
stated. The rate in effect under the section would be the
rate earned on overpayments as well as that payable on
delingquencies.

The rate of interest to be in effect during a calendar
year is two percent less than the twelve-month average of
prime commercial bank rates as determined by the federal
reserve system. The director of revenue would calculate 1in
October of each year the rate to take effect January 1. Once
a rate has taken effect, the rate would not change until the
average cof the prime rates changes by at least one percentage
point,

Sections 2 through 17 of the bill amend various sections
of the tax code as they apply to state tax revenues to delete
the numerous declarations of the interest rate, and to insert
in lieu thereof a reference to the rate in effect under section
1 of the bill. In most cases, the existing rate is three-~
fourths of a percent per month. However, the present rates
under chapters 450 and 450A of the Code, relating to
inheritance taxes and generation skipping transfer taxes,
are less than 9% per yvear. This bill makes the interest rate
under section 1 applicable to those chapters as well, in
keeping with the general recommendation of the economy
committee.

This bill does not impose any obligation to pay interest

14
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1 and does not determine when interest begins to accrue.

2 The bill will take effect July 1 following its enactment. .
3
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H-3962

SENATE AMENDMENT TO HOUSE FILE 734

Amend House File 734 as follows:
1. Page 1, by striking line 3 through page 2,
line 2, and inserting in lieu thereof the following:
"NEW SECTICN. INTEREST RATE. Except where a
different rate of interest is stated in a provision
of this title, the rate of interest on interest-bearing
obligations arising under this title shall be one
percent per month."

H-3962 FILED MAY 4, 1981 RECEIVED FROM THE SENATE y
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Page Eleven
March 16, 1981

FISCAL NOTE
P House File 734
T Requested by Representative Crawford
January 11, 1681
In compliance with a written request there 1is hereby submitted a
Fiscal Note for H. F. 734 pursuant to Joint Rule 16.

H.F. 734 changes the interest rate on interest bearing obligations arising gn@er
the state tax laws except for those taxes in which a different rate is specifically
stated (property tax). The proposed interest rate would be 2% less than the
twelve-month average of prime commercial bank rates as determineq by ;he fedgral
reserve system. The current annual interest rate on tax obligations is 9% with the
exception of obligations under the inheritance tax.

The fiscal impact of the change in interest rates is not known. Since the rates
apply to both taxes owed to the state and to refunds due from the state, 1t s
uncertain whether there would be a net Gain or loss in revenue in general,

Source: Dept. of Revenue BY GERRY D. RANKIN
FILED MARCH 12, 1981 Legislative Fiscal Bureau

FISCAL NOTE
Amendment H-3263 to House File 734
Requested by Representative Conlon
,,. March 12, 1981 '
R In compliance with a written request there is hereby submitted a
Fiscal Note for Amendment H-3263 to H. F. 734 pursuant to Joint Rule 16.

H.F. 734 as amended by H-3263 would insert language requiring that if any tax payer
failed to remit at least 90% of the tax due with the filing of the return on or
pefore the due date or pays less than 90% of total tax due as shown on the return,
that a penalty be added to the tax due. Currently, the code requires all tax due
to be remitted or else a penaity is assessed.

The amendment would eliminate the assessment collection of penalties on future taxes
when at least 90% of the tax due is paid. The amount of such coliections is not
known.

Source: Dept. of Revenue BY GERRY D. RANKIN
FILED MARCH 12, 1981 Legislative Fiscal Bureau
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= HOUSE FILE 734

H-3263
1 Amend House File 734 as follows:
2 1. Page 2, line 21, by inserting after the word
3 Yremit" the words "at least ninety pexrcent of'.
4 2. Page 2, lines 22 and 23, by striking the words
5 "fails to pay any amount of the" and inserting in
6 licu thereof the words "failg-te-pay pays less than
7 ninety percent of any ameunt-ef-&he',
8 3. Page 4, laine 32, by inserting after the word
g "remit' the words "at least ninety percent of".

10 4. Page 4, lines 23 and 34, by striking the woxds
i1 ¥fails to pay any anmocunt' and inserting in lieu thereof
12 the words Yfails-te-pay-ary-ameunt pave less than

13 ninety percent".

14 5. Page 7, line 3, by inserting after the word

15 “remit" the words "at least ninety percent of".

16 6. Page 7, lines 4 and 5, by striking the words

17 “fails to pay any amount" and inserting in lieu thereof
18 the words "faxis-te-pay-amy-ameunt pays less than

19 ninety percent®.

20 7. Page 11, by inserting after line 33 the follow-
21 ing:

7 "Sec. . Section 435.5, Code 1981, is amended
‘Y to read as follows:
24 435.5 PENALTY. In case of failure to file a

25 return with the department on or before the due date,

26 unliless it is shown that the failure was due to

27 reasonable cause and not due to willful neglect, there

28 shall be added to the amount reguired to be shown

29 as tax on the return five percent of the amount of

30 tax if the failure is for not more than cone month,

31 with an additional five percent for each additional

32 month or fraction thereof during which the failure

33 continues, not exceeding twenty-five percent in the

34 aggregate. If any person fails to remit at least

35 ninety percent of the tax due with the filing of the

36 return on or before the due date, or £faiig-te-pay

37 pays less than nincty percent of the total amount

38 of the tax due as shown on the reciturn, unless it is

39 sghown that the failure was due to reasonable cause,

40 there shall be added to the tax a penalty of five

41 percent of the tax due, if the failure is for not

42 more than one month, with an additional five percent

43 for each additional month or fraction of a month

44 during which the failure continues, not exceedlng

45 twenty-five percent in the aggregate. 1In case of

46 williful failure to file a return with intent to evade

47 tax, or in case of willfully filing a false return
with intent to evade tax, in lieu of the pénalty above

™ orovided, there shall be added to the amount regulred

50 to be shown as tax on the return fifty percent of

-1-
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the amount of the tax. When penalties are applicable
for failure to file a return and failure to pay the
tax due or required on the return, the penalty
provision for failure to file shali-be is in lieu

of the penalty provision for failure to pay the tax
due or regquired on the return except in the case of
willful failure to file a return and willfully filing
of a false return with intent to evade tax."

8. Page 13, by inserting after line S5 the follow-
ing:

"Sec. ___. Section 450.63, subsection 2, Code

, is amended to read as follows:

2. 1If a person liable for the payment of tax as
stated in section 450.5 fails to file a return with
the department of revenue on or before the due date,
unless it is shown that the failure was due to
reasonable cause, there shall be added to the amount
of tax required to be shown as tax due on the return
five percent of the amount of the tax, if -the failure
is for not more than one month, with an additional
five vercent for each additional month or fraction
of a menth during which the failure continues, not
excecding twenty-five percent in the aggregate. if
a perscn fails to remit at least ninety percent of
the tax Gue with the filing of the return on or before
the due date cr £sils-te-pay pays less than ninety
percent of any awmeuat-ef tax required to be shovn
on thie ceaturn, unless it is shown that the failure
vas due to reasconable cause, there shall be added
to the tax a penalty of five percent of the amount
of tre tax due, if the failure is for not more than
one morih, with an additional five percent for each
=daitional month or fraction of a month during which
the failure continues, not exceeding twenty-five
percent in the aggregate. When penalties are’
applicable for failure to file a return and failure
to pay the tax due or required to be shown on the
return, the penalty provision for failure to file
skall-be is in lieu of the penalty provision for
failure to pay the tax due or required to be shéown
on the return.” :

$. By numbering, renumbering, and correcting
internal references as reguired by this amendment.

10. Title page, line 1, by inserting after the
word "Act! the words "relating to the penalty for
failure to pay or remit ninety percent of tax for
state motor vehicle fuel taxes, freight line and
eguipment car mileage taxes, income taxes, franchise
taxes, inheritance and estate taxes, local hotel and
motel taxes, and generation skipping transfexr taxes
Three
and".

BY CONLON of Muscatine
HOFFMANN of Muscatine
SCHNEKLOTH of Scott
NORLAND of Worth

H-3263 FILED MARCH 12, 1981 CRAWFORD of Story

RULED NOT GERMANE gf.762j BRANDT of Black Hawk
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REPORT OF THE CONFERENCE COMMITTEE
ON HOUSE FILE 734

7o Him President of the Senate and the Speaker of the House
of Repmesentatives:

¥e, tihe undersigned members of the conference committee
appointed to resolve the difference between the Senate and
the House of Representatives on House File 734, a bill for
an Act esstablishing the rate of interest payable on delinguent
taxes owexd to the state, respectfully make the following
report: '

1. Thiat the Senate recede from its amendment, H-3962 to
House File 734 as passed by the House.

2. Tirat House File 734 as passed by the House be amended
as follows:

a. Page 1, line 11, by striking the words "one-tenth of".

b. Page 4, line 23, by inserting before the word "“return"
the words "monthly deposit form or quarterly®.

¢. Page 4, line 27, by inserting before the woxrd "yreturn"

- the words '"monthly deposit form or gquarterly".

d. Page 4, line 33, by inserting before the word Yreturn®
the words "monthly deposit form or quarterly®.

e. Page 4, line 35, by inserting before the word 'return”
the words "monthly deposit form or gquarterly'.

f. Page 5, line 7, by inserting before the word “return"
the words “monthly deposit form or gquarterly.

g. Page 5, line 8, by inserting before the word *return

the words Ymonthlv deposit form oxr guarterly'.
h. Page 5, line 10, by inserting before the word '"return"
the words '"monthly deposit form or quarterly". .
i. Page 5, line 14, by inserting before the word “return"

the words "monthly deposit form or quaxterly”.
j. amend the title, line 1, by inserting aftexr the word

~1~
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"Act" the words “relating to taxes owed to the state, and
providing for penalties and interest for delinguent monthly .
withholding tax payments and".

ON THE PART OF THE HOUSE: ON THE PART OF THE SENATE:
HUGO SCHNEKLOTH, Chair ROLF V. CRAFT, Chair
WALTER CONLON JACK W. HESTER
DOUGLAS RITSEMA DAVID M. READINGER
DIANE BRANDT NORMAN RODGERS
BILL DIELEMAN BASS VAN GILST
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AN ACT
RELATING TO TAXES OWED TO THE STATE, AND PROVIDING FOR PEN-
ALTIES AND INTEREST POR DELINQUENT MONTHLY WITHHOLDING
TAX PAYMENTS AND ESTABLISHING THE RATE OF INTEREST PAY-
ABLE ON DELINQUENT TAXES OWED TO THE STATE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF 1CWA:

Section 1. <Chapter #2]1, Code 198}, 1s amended by adding
the following new section:

NEW SECTICH. INTHRESI RATE.

1. Except where a different rate of interest is stated
in a provision of this title, the rate of interest on interest-~
bearing obligations arising under this title shall be the
rate of interest in effect under this section.

2. The rate of interest that shall be in effect during
a calendar yvear shall be the rate which is 1wo percentage
points less than the numevical average, rounded to the nearest
one percent, of the vespective prime rates for each of the
monthe in the twelve-month period that ends September 30 of
the previous calendar year. The rate of interest established
by this subsection takes effect January l. and applies to
any amount which is due or becomes payable on or after that
date.

3. Notwithstanding contrary provisions of subsection 2,
the rate of interest that is in effect during a calendar year
shall also be the rate of interest to be in effect for the
following calendar year, unless the rate of interest as
calculated under subsection 2 it at least one percentage point
higher or lower than the rate then in cffect.

4. In the event interest accrues or is calculated ¢n a
monthly basis. the rate of interest for each month shall be
one-twelfrh, rourded to the nearest one-tenth of one perceat.,
of the rate specified in subsecticon 2.

House File 734, P. 2

5. As used in subsection 3, the term "prime rate" neans
the prime rale charged by banks on short-term business loans,
as determined by the board of governors of the fedeval raserve
systetr and published in the federal resetve bulletin.

&. In October of erach year the director shall cause an
advisory notirce to be published in the ifocwa admipisirative
bulletin and in a newspapey of general circulation in this
state, stating the rate of interest to be 1n effect on or
after January | of the followiny year, as established by this
section. The calculation and publication of the rate of
interest by the director is exempt from chapter 17Aa.

Sec. 2. Section 324.64, Code 1981, ig amended by adding
the folliowing new unnumbered paragraph:

KEW UNNUMBERED FPARAGRAFH. The director may, on his or
her own metion at any time, abate any porticn of tax, interest
or penalties which Is determined to be excessive ih amount
or erronecusly or illegally asgessed.

Sec. 3. Section 324.65. Code 1981, is arended to read
as follows:

324.565 PENALTY FOR FAILURE TC PRCMPTLY REPORT OR PAY FUEL
TAXES. If a licensee or other person fails to file a required
report with the appropriate state agency on or before the
due date, unless it is shown that the failure was due to
reasonable cause there shall be added to the amount required
to be shown as tax due on the return five percent of the
amount of the tax 1f the failure is for not more than ohe
menth, with an additional five percent for each additional
month or fraction of a month during which the failure
continues, not exceeding twenty-{ive percent in the aggregate.
If a liceusee or othe: person fails to remit the tax due with
the filing of the return on or before the due date or fails
te pay any amount of the tax reguired to be shown on the
retuin, unless it 135 shown that the fallure was due to

reasonable Cause, there shall be added te the tax a penalty
of five percent of the amount of the tax due, if the failure
is for oot more ihan one menth, with an additicnal five percent

I

!
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for each additional month or fraction of a moenth during which
the failure cohtinues, not exceeding twenty-five percent in
the aggregate. The taxpayer sheill ajso pay interest on the
tax or additional tax at the rate ef-three-feurths-osf-one
pereent-per-month in effect under section 1 of this Act
counting each fraction of a month as an entire month, computed
fror the date the return was rejuired to be filed. The
appropriate state agency shall not remit any part of a penalty
for delinguent payment where the delinguency results from

the fact that a check Jiven :n payment is not honored because
ol insufficient funds ip the account upon wnich the check
wag drawn. However, 1f it appears as a result of an
investigation or from a preponderance of the evidence adduced
at a haaring that there has been a deliberate attempt on the
part. ot a licensee or other person to evade payment ot fuel
taxes there shall be added to the assessment against the
of fending person and collected & penalty of fifty percent
of the tax due. when penalties are applicable for failure
te file a return and failure to pay the tax due or required
on the return, the penalty provision for failure to file shall
be in lieu of the penalty for failure to pay the tax due or
required on the return, eXxcept in the case of a deliberate
atterpt on the part of the licensee ot olher person lo evade
payment of fuel taxeg. Any report required of licensees ot
persons operating under divisions [, 1t and 111, upon which
no tax way be due, shall be subject tc & penalty <f ten dollars
1f the report is not timely filed with the appropriate state
agency.

Sec. 4. Section 422.16, subsection 9. Code 1981. is amended
te read as follows;

¢, The anount of any overpayment of the ind:vidual incone
tax liability of the employee taxpayer, necnresident, or cther
persen which may result from the withholding and payment. cf
witnheld tax by the employer or withholding agent to the
departrent under subsections 1 and 17 heweef, as compared
to the individual income tax liability of the employee

House File 734, P. 4

taxpayer, nonresident, or other persen properly and correctly
determined under the provisions of section 422.4. te and
including section 422.25, may be credited against any income
tax ¢r installment thereof then Gue the state ¢f Jowa and

any balance of one dollar or more shall be refunded to the
enployee texpaycer, honresident or other person with interest
at the rate ef-three-fenrthu-od-one-pereent-per in offect
under section ; of this Act foy eacn month or fraction of

a2 month, sweh the interest to begin to accrue thirty days
afrer the date the return was due to be filed or was filed,
whichever is the later date. Amounts less than one dollar
shall be refunded to the taxpayer, nonresident, or other
perssn only upon wWritten appiication, In accordsnce with
section 422.71, and only 1f suek the application is filed
within twelve months after the due date of the return. Refunds
ir the amount of cone daliar or more provided for by this
supsection shall be pald by the treasurer of state by means
of warrants drawn by the comptroller at the direction of the
director, or an authorlized employee of the department, and
the taxpayer's return of income shall constitute a claim for
refund for this purpose, except in respect to amounts of less
than one dollar. There is herehy approptiated, out of any
funds in the state treasury not otherwise appropriated, a

sum sufficient to carry out the provisions of this subsectlen.

Se¢c. 5. Section 4#22.16, subsection 10, paragraph b, Code
1981 . 1s amended to read as feollows:

b. Any employer or witnholaing agent required under the
previsyons-ef this chapter Lo withhold taxes on wages or cther
taxable Iowa income subject to this chapter who falls teo file
a monthly deposit form or quarterly return for the withhelding
of lax with the department ef-revemue on or before the due
date, unless Lt 15 snown that the failure was due to reasonable
Cause, ehaii-be 15 subject to a penalty determined by adding

to the amount regulred te be shown as tax due on the monthly
deposit form or guarterly return five percent c¢f the amount
of the tax (f the failure is for not more than one month,




House File 734, P. Y

with an additional five percent for each additional month

or fraction of a month during which the failure continues,
not exceedinyg twenty-five percent in the aggregate. If any
person or withholding agent fails to remit the tax due with
the filing of the monthly deposit form or gquarterly return

on or tefore the due date, or fails to pay any amount of any
tax required te be shown on the monthly deposit form or
guarterly return, unless it iz shown that the failure was

due to reasonable cause, there shall be added to the tax a
penalty of five percent of the amount of the tax duc, if the
failure 1s for not more than one month, with an additional
five percent for each additional wonth or fraction of & month
during which the fajilure continues, not exceeding twenty-five
percent 1n the aggsegate. When penalties are applicable for
fairlure to file a monthly deposit form or quarterly return
and failure to pay the tax due or required on the monthly
depos:t form or quarterly return, the penalty provision for
failure to file shakd-be is in liew of the penalty provision
tfor failure to pay the tax due or required on the mont.hly
deposit form or guarterly return. The taxpayer shall also
pay intetrest on the tax or additiconal tax at the rate af
three-fourtho-of-one-pereent-per in effect under section 1
of this Act for each month counting each fraction of 4 month
as an entire month, computed from the date the monthly deposit
form or quarterly return was required to be filed. The penally
and interest shaii become a part of the tax due from the
withholding agent.

sec. 6. Secticn 422.1€, subsection 11, paragraph ¢, Code
L981. 18 amended to read as follows:

e. Any amount of tax pald on a declaration of estimated
cax shall be a credit against the amount ot tax found payable
on a final, completed return, as provided in subsection 9
nerevef, relating to the credit for the tax withheld against
the tax found payable on a return properly and correctly
prepared under the provisions of section 422.5%, to and
tncluding section 422.25%, and any overpayment ot ore dollar

House File 734, P. 6

or moie shall be refunded to the taxpayer and edweh the return
shall constitute a claim ftor refund for this purpose. Amounts
legs than one dollar shall be refunded to the taxpayer only
upon written application in accordance wath section 422,74,
but only if ewed the applicaticen is filed within twelve months
afrer the due date for the return. 1he method provided by
the Internal Revenuge Code of 1%9%4 for determining what ehaii
be is applicable %o the addition to tax for underpayment of
the tax payable shall-appiy applies to persons required to
file declarations and make payments of estimated tax under
the-previntana-8f this section except the amount to be added
to the tax for underpayment of estimated tsx shall be an
apount determined at the rate ef-three-fourtha-of-ena-pereent
pee-meath in effect under section 1 of Lhis Act. This addition
to tax specified for underpayment of the tax payable shald
1s not be sublect to waiver provisions relating to reasonable
cause. Underpayment of cstimated tar shall be determined
in the same manner as provided under the-previsiens-ef the
Internal Reavenue Code of 1954 and the exceplions therein
provided-shald also apply.

Sec. 7. Sectaon 422.74, subsection 2, Code 1981, 1s amended
to read as tollows:

2. When, at the reguest of the taxpayer, the time for
filing the return is extended, interest at the rate ef-three-

Act for each month counting each fraction of a month as an
crntare month, on the total tax due, from the time when the
return was required to be filed to the tire of payment, shall
be added and paid.

Sec. 8. Section 422.2%, subsections 2 and 2, {ode 19331,
are amended to read as follows:

2. In addition to the tax or additicnal tax as determined
by the department under the-provisioms-of subsection 1 of
thra-eeetron, Lhe Laxpayer shall pay interest on the tax or
additichal tax at the rate ef-theece-fourtny-si-epe-peareent
pev an oifect undey section 1 of this Act for each month
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counting each fraction of a month as an entire month., computed
from the date the rerurn was required to be filed. Ih case
of failure to fil¢ a return with the department on or before
the due date $determined with regard to any extension of tire
for f1ling+, unless 3t is shown that the failurle was due to
reasonable cause and not due to willful neglect, there shall
be added to the amount reguired to be shown as tax on the
return five percent of the amount of the tax if the farlure
is for not more than one month, with an additional five percent
for each additional month or fraction thereof during which
the failure continues, not exceeding twenty-five percent in
the aggregate. 1f any person fails to remit the tax duc with
the filing of the retutn on or before the due date, or fails
to pay any amount of any tax required to pe shown ¢n the
return, unless it is shown that the failure was duc to
reasonable cause, thete shall be added to the tax a penalty
of five percent of the tax due, if the failure 1s for not
more than one nonth, with an additional five percent for each
additional month or fraction of a month during whicn the
failure continues, not excveeding twenty-five percent in the
aggregate. In case of willful failure to tile a return with
intent te evade tax¥, or in case of willfully filing a false
return with intent to evade tax, in lieu of the pena:ty abeve
octherwise provided an this subsection, there shall be added
to the arount reguired to be shown as tax on the return fafty
percent of the amount of the tax. when penalties are
applicable for failure to file a return and failure %o pay
the tax due or required on the return, the penalty provision
for failure to file shaii-be is in lieu of ihe penalty
provision for failure to pay the fax due or reguired on the
return except i the case of willful failure to file a return
and willfully fi1ling of a4 false return with inlent to evade
Tax.

3. I the amount of the tax as determined by the departmert
is lesc than the amount paid, the excess shall oe refunded
with interest after thirty days from =he date of payment or

House File 734, P. 8

the date the return was duc to be filed. whichever is the
later at the rate ef-three-fonrtho-of-one-pereent-per-wonkh
in eftect under section 1 of this A¢t counting each fraction
of a montn as an entire month under the rules prescribed by
the director. If an overpayment of tax results f{row a net
operating loss or net capital lass wilich is carried back to

a prior year, the overpayrent, for purposes of corputing
interest on refunds, shall be considered as having been made
at the close of the tarxable year in which the net operating
Yoss or net capital leoss occurred or thirty days from the
date of the actual payment of the tax, whichever 1s later.
However, when the net operating loss &r net capital loss carry
back to a prier year eliminates or reducés an underpaynent

of tax due for an earlier year, the full amount of the
underpayment. of tax shall bear interest at the rate ef-three-
fourthu~of-ene-parvent-pex in effect under section i of this

entire month from the due dare cof the tax for the earlier
year to the last day of the taxable year in which the net
operating loss or net capital loss occurred.

Sec. 9. Section 422.28, Code 198l, 1s armended to read
as follows:

422.28 REVISION OF TAX. A taxpayer zay appeal to the
director for revislion nf the tax, interest or penaltles
assessed aqatnet-him 8t any time within ninety days from the
date of the notice of the assessment of tax, additional tax,
interest or penalties. The director shall grant a hearing
and 1f., upon the hearing, the director shaii-determine
determines that the tax, interest or penhalties are excessive
or incorrect. the darector shall revise them according to
the law and the facts and adjust the computation of the tax,
interest or penalties accordingly. The director shall notify
the taxpayer by registered mail of the resuit of the hearing
and shall refund to the taxpayer the amount, 1f any, paid
in excass of the lax, interest ol penalties found by the
director to bhe due, with interest after sixty days from the
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date of payment by the taxpayer at the vate ef-ehree—fourths
ef-ene-payeenk-pex in effect under section 1 of this Act for
each month or & fraction c¢f a mentn. The director may, on
kis oy her oWh motion at any time, abate any portion of tax,
interest or penalties which ke the director determanes is
txcessive Ln amount, or erronesusly ot illegally assessed.
Ire dirvector shall prepare quarterly reports, which shall

be included in the annual statistical reports required under

section 422.75, swamarizing each cése in which an abategent
of tax. interest or penalties was nade under this section,
but &phe a repcrt shall not disciose the identity of the
taxpayer.

Sec. 10. Sectiwn 422.58, sudbsection 1, Code 1981, 1is
arendesd Yo read as follows:

1. If any person fails to file a permit heidera holder's
norchly tax deposit or a return with the department. of revenue
of. or before the due date, unless it is shown tha* the fajlure
was due to rceasonable cause. thare shail be added to the
aaount reguired To be shown as tax oo the monthiy tax deposit
o return five percent 2f the amaunt of the tax xf the failure
ig for not moze than ore mouth, «with an additionail five percent
for each additional swoanth or frection of a month during which
the failure continues, not 2xceeding twenty-five percent in
the aggregate. 1f any person or permit holder falls to renit
at least ninety peicent of the tax due with the filing of
the menthly tax deposit or return on or hefore the due date,
or pays less than ripety tercent of any tax reguired to be
shown on the return, excepting the period between the
completion of an examination of the boxs and records of a
taxpayer ard the giving ¢f notice to the taxpayer that & tax
or additional tax is due, there shall pe added to the tax
a penalty of five percent of the amount of the tax due, if
the failure is for not more thar one month, with an additional
five percent for each additicnal month or fraction of a nonth
the failure continues, not exceeding twenty~five percent in
the aggregete, unless :t 1§ shown that the failure was due
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to reasonable cause, In case of willful failure to file a
return, willfal filing of a false return or wallful filing

of a false or fraudulent return with intent to evade tax,

12 lieu ¢f the penalty otherwise provided in this sabsection,
there shail be added to the amount required to be shown as
tax on the return fLfty perzent of the awount of the tax.
wWren penaltics avc applicable f{or failure to file & monthly
tax deposiy or return and faliure o pay at least ninety
pereent. o0 the tax due or vequited on the manthly tax deposit
or return, the penalty provision for fallure to file shailid

Be 1s in liev of the penalty poovision for fallure to pay

at. least minety peicent of the tax due or reguired or the
monathly Lax deposit or return. The taxpayer shall alsc pay
interest on the tax or additionai tax at. the rate sf-throe~
fourkha-vi-one-pereent-per in effect under secticn Ll of ithig
Acl _tor each menth counting each fraction of a ronth as a&n
entire month, computed from the date tne monthiy tax deposit
or return was reguizred to be filed. The penalty and interest
shall te¢ paid to the department and disgosed of 0 the same
manner as other receipts under this davision. Vapaid penalties
and 1nterest may beé enrorced In the sams manae:r as tae tax
ivposed oy this division.

Sec. 11, sectien 423.14, subsection 1, Ccde 198X, Is
amended %o read as follows:

1. If & persen farls to D1le & return «ith the department
on ¢r before the due cdate, uhless 1t 18 shown that the failuve
was due to reasonable cause, there shall be adfed to the
arount reguired to be socwn 42 Lax an the return five peilcent
of the amcun® ¢f the rax if the failure i1s for net more than
cre month, with an additional five percent for e¢ach additional
month or fractian of a pontl during woich the fallure
continues, not exceeding wwenty-five percent in the aggregate.
I[f a person or pesmit helder falls to remit at least ninety
percent of the tax due wito the flilng of Zhe returr on or
pefore the due date. or pays less than ninely pexcent of any
tax required to pe shown on the return, excepting the period
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between the completicn cf an examination of the books and
records of a taxpayer and the giving of notice to the taxpayer
that a tax or additional tax is due, there shall be added

to the tax a penalty of five percent of the tax due, if the
failure 1s for not more than one month, with an anditional
five percent for cach addational month or fraction of a wonth
during which the failure continues., not exceeding twenty-five
percent in the aggregate, unless 1t 18 shown that the failure
was due to reasonable caus¢. In case of willful fairlure to
file a return, willfully filing a false return, or willfully
filing a false or fraudulent return with intent to evade tax,
in lieu of the penalty othervise provided in this subsectian,
there shall be added to the amount required to pe shown as
tax ¢on the return fifty percent of the amount f the tax.
when penalties are applicasle for failure to file a return
and fallure to pay at least hinhety percent of the tax due

Or required on the return, the penalty provisien for faillure
to file 1s in lieu of the penalty provision for fallure to
pay at +ast lcasl ninety percent of the tax due or reqguired
on the return. The taxpayer shall also pay Lnterest ou the
tax or additional tax at the rate ef-ehrse-fourths-af-ope
pereane-per in effect under section 1 of this At for each
month counting cach fraction of a month as an entire month,
computed from the date the return was required to be filed.
The penalty and interest shall be paid to the departnent and
disposed of in the same manner as other receipts under this
chapter. unpard penaltijes and interest may be enforced in
the same manner as the tax inposed by this chapter.

Sec. 1L2. Section 435.4, Code 1981, 15 amended 1o read
as follows:

435.9 PAYMBNT OF TAX. The tax due shall be paid in full
and shall accompany the roturn reguired to be filed by section
43%.3. If payment does not accompany Lhe return or payment
18 20t in the amount shown due and payable on the return,
the corpany shaii-be is subject to interest at the rate af
threo-foanrthi-of-one-pareent-per in effect under section 1
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of this Act for each month ol fraction thereof on the balance
due.

Sec¢. 13. Section 435.6. unnumber¢d paragraph 1, Cede 1981,
1s amended to read as follows:

The department ematk-have has three years from the time
the return was filed or after the return became due, including
any extensions of time for filing, whichever time is the
later. to audit the return and determine its accuracy. If
it is shown by the audit that additional tax is due, interest
at. the rote ef-three-fonrtha-oaf-one-peresnt-per 1n effect
under wection 1 of this Act for each month or fractien thereof
shall be added to the additiona. tax shown to be due.

Sec. 14. Scction 435.6, upnumbered paragraph 4, Code 1981,
Ls amended to read as follows;

1f 1t is shown that an overpayment was made, intérest at
the rate ef-ehree~fonrthn-vi-one-pereent-per 1n effect under
section 1 ot this Act for ecach month or fraction thereof shall
be added to the overpayment with interest commencing sixty
days after the date of payment.

Sec. 15. Section 450.6, Cede 1981l. is amended to read
us fcllows:

450.6 ACCRUAL OF TAX--TATURITY~-EXTENSION OF TIME. The
tax Rerepy Lmposed shati-Be-for-the-use-si-the-stater-shaid
aeerwe by this chapter accrues at the death of the decedent
owner, and shall be paid to the department of revenue within
wwalve months after the death of the decedent owher except
wheq otherwise provided in this chapter. Wwhen in the opinion
of the director of revenue additicnal time should be granted
for payment te¢ avoid hardship, the director may extend the
period to a date not exceeding ten years from the date of
death c¢f the decedent. 1In the case of any such extensioh
the tax shall bear sim-pereent interest at the rate in effect
under section 1 cof this Act {xom the expiration of twelve
ronths from the date of the <decedent's death.

sec. 16 Section 450.63, subsection 1, Code 1981, 1s
amended to read as follows:
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1. Ali-tanea-imposed-by-thia-chapter-ghall-be-payanite
to-the-deparkmank-af-vevenue-andr-eHeept-when-sEhervioe
provided-rn-thio-ahaphefr-ahali-be-paid-within-twolve-monthe
from-the-death-af-Ehe-tentator-g¥-tnteptater All taxes not
pard within the time prescribed in this chavter shakl-be are
subject to a penalty as provided in subsection 2 and shall
draw interest at-the-prake-sf-eight-pervent-per-anmum thereafter
at the rate in effect under section L of this Act until paid.
Sec. 17. Section 450.94, subsection 3, Code 1981, 1is
amended to read as follows:

3. If the amount paid ls greater than the correct tax,
penalty and interest due, the department shatl refund the
excess, Wwith interest attey sixty days from the date of payment
al ssn-pargent-per-apRds Lile rate in effect under section

the director. However, the director shall not allow a claim
for refund or credit that has nol been filed with the
depairtment within five years after the tax ﬁayment upon which
a refund or credit is claiwed became due, or one year aftevr
the tax payment was marle, whichever time is the later. A
determination by the department of the amount of tax, penalty
and interest due, or the amount of refund for excess tax paid,
shadi-be is final unless the person agqrieved by the
determination appeals to the director for a revision of the
determination within nitnety days from the postmark date of
the notice of determipation of tax, penally and interest due
or refund owing. The directeor shall grant a hearing, and
upon the hearing the director shall determine the correct
tax, penalty and interest or refund due, and notify the
appellant of the decision by certified mail. The decision
of the director shati-be 1s final unless the appellant seeks
judicial review of the dirrector’'s decision under gection
450.59 within sixty days after the postmark date of the not:ce
of the director’'s decision.

Sec., 15, Section 450A.7%, Code 1981, is amended to read
as follows:

House Flle 734, F. l4

450A.9 DELINQUENT RETURNS. 1{f the tax iLmposad by thie
chapter iz not paid within the time prescribed by law, the
tax amatli-be-deemed is delinquent and shall draw interest
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